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Whether or not the business crisis in modern market economy is unavoidable? 
Whether or not does the role of state just function after the happening of economic 
clash? Whether or not the model of the East Asia in the rise of China again challenges 
the traditional idea of the west scholars about the relationship between the political 
system and the Economic development? Is there any link between the traditional 
collectivism in the East and the democratic movement in the West? All these 
questions draw the attentions of most of experts in many areas again recently. 
However, none of them supply a convincible answer to them, basing on the traditional 
phylosophy, polictics and economics, especially on the base of individualism method. 
In this paper, basing on the collecitve way developed by old-institutional school 
and Epstein, the fore-dean of economic history department in London School of 
Economics, we analysize the change of social system in the model of public 
economic institution, and discuss the nature of civilization evolution, in order to 
finding out a guide line for the reform of China in institutional change. In this model, 
the rise and fall of agricultural civilization and the rise of the modern civilization can 
be explained reasonably. 
As a conclusion, we suggest that the rise of modern civilization did not come 
from the technical change and the market system, but from the change of public 
economic system, and the nature of modern civilization is the system of public 
finance based on the constitutions. Similar to the modern civilization, the traditional 
agricultural civilization is another successful system of public economy, just lost to 
the modern one under some new conditions. Therefore, the modern transformation 
and the civilization evolution is just to choose a new and efficient system of public 
economy, that is the system of public finance. 
However, the new system is just a outcome of institutional change, not the result 
of the west culture, and not all the west countries succeed in this transforamtion. This 
fact shows us that what we need to do is to change the old system of public finance, 
not the introduction of the west culture or polity or the return back to the traditional 
agricultural civilization. What we really need is the system of public finance. 
However, with the system of public finance, the private property right has been 
defined to the rich people in history, the right of poors to make decisions in budget 
system was blocked by the principle that “no tax, no vote”, then the public goods 
needed by poors has been being overlooked in a long term. The basic supply of public 
goods to save the life of poors disaapeared or declined. As a normal response, 
socialism and democratic movement spread over the world, and made it to change of 
the public finance system. Redistribution is becoming a popular policy in developed 
world, which leads to the economic crisis. 
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